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512(b)(12)). The deduction otherwise allow-
able under section 642(c) is $25,000, the 
amount paid to the Y charity. The portion 
allocable to the unrelated business income 
(computed as prescribed in paragraph (b)(2) 
of this section) is $15,000, that is, an amount 
which bears the same ratio to $25,000 as 
$30,000 bears to $50,000. The portion allocable 
to the unrelated business income, and there-
fore disallowed as a deduction, is $15,000 re-
duced by $6,000 (20 percent of $30,000, the 
charitable contributions deduction which 
would be allowable under section 512(b)(11)), 
or $9,000.

Example 2. Assume the same facts as in ex-
ample 1, except that the trustee has discre-
tion as to the portion of the trust income to 
be paid to each beneficiary, and the trustee 
pays $40,000 to A and $10,000 to the Y charity. 
The deduction otherwise allowable under 
section 642(c) is $10,000. The portion allocable 
to the unrelated business income computed 
as prescribed in paragraph (b)(2) of this sec-
tion is $6,000, that is, an amount which bears 
the same ratio to $10,000 as $30,000 bears to 
$50,000. Since this amount does not exceed 
the charitable contributions deduction which 
would be allowable under section 512(b)(11) 
($6,000, determined as in example 1), no por-
tion of it is disallowed as a deduction.

Example 3. Assume the same facts as in ex-
ample 1, except that the terms of the trust 
instrument require the trustee to pay to the 
Y charity the trust income, if any, derived 
from the trade or business, and to pay to A 
all the trust income derived from other 
sources. The trustee pays $31,000 to the Y 
charity and $19,000 to A. The deduction oth-
erwise allowable under section 642(c) is 
$31,000. Since the entire income from the 
trade or business is paid to Y charity, the 
amount allocable to the unrelated business 
income computed before the charitable con-
tributions deduction under section 512(b)(11) 
is $30,000 ($31,000 less the deduction of $1,000 
allowed by section 512(b)(12)). The amount al-
locable to the unrelated business income and 
therefore disallowed as a deduction is $24,000 
($30,000 less $6,000).

Example 4. (i) Under the terms of the trust, 
the trustee is required to pay half of the 
trust income to A, an individual, for his life, 
and the balance of the trust income to the Y 
charity, an organization described in section 
170(c)(2). Capital gains are allocable to cor-
pus and upon A’s death the trust is to termi-
nate and the corpus is to be distributed to 
the Y charity. The trust has taxable income 
of $50,000 computed without any deduction 
for personal exemption, charitable contribu-
tions, or distributions. The amount of $50,000 
includes $10,000 capital gains, $30,000 ($31,000 
less the $1,000 deduction allowed under sec-
tion 512(b)(12)) unrelated business income 
(computed before the charitable contribu-
tions deduction which would be allowed 
under section 512(b)(11)) and other income of 

$9,000. The trustee pays each beneficiary 
$20,000. 

(ii) The deduction otherwise allowable 
under section 642(c) is $30,000 ($20,000 paid to 
Y charity and $10,000 capital gains allocated 
to corpus and permanently set aside for 
charitable purposes). The portion allocable 
to the unrelated business income is $15,000, 
that is, an amount which bears the same 
ratio to $20,000 (the amount paid to Y char-
ity) as $30,000 bears to $40,000 ($50,000 less 
$10,000 capital gains allocable to corpus). The 
portion allocable to the unrelated business 
income, and therefore disallowed as a deduc-
tion, is $15,000 reduced by $6,000 (the chari-
table contributions deduction which would 
be allowable under section 512(b)(11)), or 
$9,000.

(2) If, in the examples in subpara-
graph (1) of this paragraph, the Y char-
ity were a charitable organization 
qualifying under section 170(b)(1)(A), 
then the deduction allowable under 
section 512(b)(11) would be computed at 
a rate of 30 percent. 

[T.D. 6500, 25 FR 11814, Nov. 26, 1960, as 
amended by T.D. 6605, 27 FR 8097, Aug. 15, 
1962]

§ 1.681(b)–1 Cross reference. 
For disallowance of certain chari-

table, etc., deductions otherwise allow-
able under section 642(c), see sections 
508(d) and 4948(c)(4). See also 26 CFR 
1.681(b)–1 and 1.681(c)–1 (rev. as of Apr. 
1, 1974) for provisions applying before 
January 1, 1970. 

[T.D. 7428, 41 FR 34627, Aug. 16, 1976]

§ 1.682(a)–1 Income of trust in case of 
divorce, etc. 

(a) In general. (1) Section 682(a) pro-
vides rules in certain cases for deter-
mining the taxability of income of 
trusts as between spouses who are di-
vorced, or who are separated under a 
decree of separate maintenance or a 
written separation agreement. In such 
cases, the spouse actually entitled to 
receive payments from the trust is con-
sidered the beneficiary rather than the 
spouse in discharge of whose obliga-
tions the payments are made, except to 
the extent that the payments are speci-
fied to be for the support of the obligor 
spouse’s minor children in the divorce 
or separate maintenance decree, the 
separation agreement or the governing 
trust instrument. For convenience, the 
beneficiary spouse will hereafter in 
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